The China Quarterly On the other hand, however, the reform appears to have brought about some substantive changes, such as greater decision-making autonomy, diversification of ownership structure, and adoption of managerial and employee stake holding. It remains to be seen to what extent these new arrangements can improve the performance of restructured enterprises. Nevertheless, the formative governance structure that they embody may have broadened the ground on which to redefine property rights and further the search for solutions to the plight faced by SOEs.
The following discussion first provides an overview of the process of SOE reform since the late 1970s. It then highlights the main problems that ownership restructuring is intended to tackle, and the institutional milieu in which the restructuring has been carried out. This is followed by a report of the results from data analysis with regard to the initial organizational changes in restructured enterprises. The article concludes with a discussion on the implications of the main findings for understanding the challenges facing the reform.
Reform and Change in the State Sector
SOEs were the spearhead of China's industrialization in the pre-reform era. But their dominant position in the economy, especially their leading role in employment, output production and sales, has declined in recent years, as shown by the statistics in Table 1 . Reforms in the state sector were started in the late 1970s. The process can be divided into three periods featuring different strategies: pilot reforms during 1979-83, increase of enterprise autonomy during 1984-92 and ownership restructuring since 1993. 3 Immediately after the landmark decision on economic reform in 1978, pilot programmes were introduced in selected enterprises to delegate decision-making authority and link reward to performance. That was followed by the adoption of two measures aimed at increasing financial incentives and hardening budget constraint faced by SOEs: the "tax for profit" (li gai shui) scheme and the "loan for (fiscal) grant" (bo gai dai) scheme in the early 1980s. A new phase of reform began in 1984, when the factory director responsibility system was introduced and began to be implemented in the entire state sector. 4 Such reform culminated in the enactment of the Ordinance on Restructuring the Management Mechanisms of State-owned Industrial Enterprises in 1992, which significantly increased the decision-making autonomy of SOEs. Notes:
(1) All the figures reported in this table are based on official statistics on industrial enterprises (including non-SOEs) under the independent accounting system. According to the State Statistical Bureau (see Statistical Yearbook 1995, p. 401), independent accounting enterprises need to meet three criteria: they must (i) register as a legal person, have independent organizational form and location, and bear legal responsibility; (ii) have independent possession of assets, debt-bearing status, and authority to enter contracts with other parties; and (iii) conduct independent profit-loss accounting and maintain independent balance sheets. In contrast, non-independent accounting units are those affiliated with other organizations and do not meet the above three criteria.
(2) Figures for 1998 and 1999 include both solely state-owned enterprises and shareholding enterprises where the state held controlling share. The latter are not included in the statistics on industrial SOEs in previous years. Also, the pre-1998 industrial statistics include all independent accounting enterprises at and above the level of township, whereas the statistics for 1998 and 1999 include all industrial SOEs and non-SOEs with annual sales revenue of more than 5 million yuan (see Statistical Yearbook 1998, p. 428).
(3) Net output refers to "net value of industrial output" (gongye jingchanzhi) for 1980-92 and "value-added of industry" (gongye zengjiazhi) for 1993-99 (for definitions, see Statistical Yearbook 1993, p. 472).
(4) Sales revenue does not include sales taxes and surcharges, which do not contain consistent categories over time.
(5) Gross profits refer to profits before enterprise income tax and after deduction of total losses and other taxes (e.g., value-added tax).
(6) Assets refer to the sum of working capital and net value of fixed assets for 1978-92 and to what are reported as "total assets" (zong zichan) (as of 1993) for 1993-99. The latter include both the former and some other elements, such as "intangible assets" (see Statistical Yearbook 1995, p. 449 In the second half of the 1980s, the increase of autonomy in decisionmaking was accompanied by robust and improving performance of SOEs. This is shown by a number of studies using both aggregate statistics and enterprise survey data. 6 As the plan steadily declined and SOEs' activities changed course towards markets, however, they faced an increasingly competitive environment. Since the early 1990s, the performance of SOEs has deteriorated despite greater autonomy granted to them. Table 1 shows a steady increase of both the percentage of loss-making enterprises and the offsetting effect of their losses on the total financial gains made by SOEs. Since SOEs are financially highly leveraged, as indicated by the debt-equity ratio in Table 1, 7 their deteriorating performance has also raised questions about their abilities to service their debt, which in the case of massive default may be turned into a major drag on the banking sector and consequently the economy as a whole. 8 The decline of performance among SOEs prompted the central leadership to change reform strategy in the wake of the 14th CCP Congress in 1992, when the central leadership abandoned the traditional emphasis on the central role of the plan and redefined China's transitional economy as a "socialist market economy" based on public ownership but not necessarily public sole proprietorships. In November 1993 the Third Plenum of the 14th Central Party Committee spelled out detailed measures for the implementation of a new strategy for the establishment of a "modern enterprise system." The same strategy was reiterated and further elaborated at the 15th CCP Congress in 1997.
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Ownership Restructuring as the Avenue to a "Modern Enterprise System" The chief measure for establishing a "modern enterprise system" among SOEs is ownership restructuring, which the Chinese leadership has referred to as the shareholding reform. Partially modelled on Western corporate organizations, its basic framework was laid out in the Company The China Quarterly Law enacted in 1993 and a number of other laws and regulations that have since been introduced. 10 China's SOEs have traditionally been organized as public sole proprietorships. 11 They are "owned" by supervising authorities that exert substantial control and income rights over subordinate enterprises. But many other agencies have also had varying levels of influence on the decisionmaking of SOEs and laid claims on their income. Although government agencies are supposed to act as owners, individual bureaucrats are not self-motivated to do their utmost to manage SOEs, as they are not legally entitled to the residual income rights that owners of private enterprises would normally have. Also, despite nominal increase of decision-making authority at the enterprise level, frequent meddling by officials and agencies has persisted.
12 Moreover, while the formal rewards of SOE managers have been linked to the performance of their enterprises, such a link has been rather weak. 13 The increase of managerial autonomy in daily operations has also been accompanied by an increase of managerial corruption, as exemplified by a series of high profile cases exposed in the 1990s.
14 To address the above problems, the central leadership has adopted the ownership restructuring strategy in hopes that it could help "clarify" the ambiguities in SOEs' property rights, further increase managerial autonomy, strengthen managerial incentives and improve the effectiveness of monitoring. 15 The reform is to turn SOEs from public sole proprietorships into four alternative organizational forms: limited liability stock company, limited liability company, employee shareholding co-operative and private enterprise. The latter two types have been intended mainly for small SOEs. 16 According to the Company Law, the main differences between limited liability companies and limited liability stock companies lie in the following: first the threshold of equity capital (0.5 million versus 10 million yuan), secondly the level of approving authority (sub-provincial versus provincial government or an authority designated by the State Council), thirdly the number of shareholders (2-49 versus 50 or above), and finally the liquidity of shares -only the shares of the latter can be traded on stock exchanges, where only those with equity capital of over 50 million yuan are eligible for listing. The shares of both types of organization are classified into five categories: state-owned, institution-owned, individual-owned, collective-owned and foreign-owned. The first two categories have not been allowed to be traded on stock exchanges, and their transfer requires special approval from the government.
17
Employee shareholding co-operatives are limited liability entities owned wholly or predominantly by the majority or all of their employees, individually (through shares issued to individuals) or collectively (through "collective shares"). There is no minimum equity capital requirement. The shares for individual holding can only be issued to enterprise employees, who may receive dividends in addition to their regular wages. Unlike the above two types of companies where shareholder voting is based on the "one share one vote" principle, shareholder voting in employee shareholding co-operatives is based on a "one person one vote" principle.
18
Private enterprises refer to private sole proprietorships, partnerships and entirely privately owned limited liability companies. Strictly speaking, only the latter two are shareholding enterprises. 19 The first two organizational forms are not limited liability entities. 20 There is no minimum equity capital requirement for their formation. In the case of partnerships, decision rules are determined by the partners. In some cases the transfer of property rights from the supervising authorities of SOEs to private owners may not be complete. 21 The latter may only inherit the liabilities, and purchase the equipment, machinery and other movable assets, of the old enterprises while leasing the land and factory buildings from the government.
It is important to note that there is a difference between the above described organizational forms that SOEs are restructured into and the means through which ownership restructuring is carried out. The latter includes such measures as arranged sale, auction, merger, bankruptcy, leasing and so on. 
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SOEs' Institutional Pedigree
While the government has sought to turn increasing numbers of SOEs into the above organizational forms, this undertaking is conditioned by legacies that SOEs have carried over from the central planning era. SOEs have been touted by CCP leaders as the leading force of China's socialist development. Despite the abandonment of central planning and greater allowance for private economic activities since 1992, the ideological concern about the erosion of public ownership (hence socialism) has continued to cast a shadow over the extent to which reform can proceed.
23
The official line is that China's "socialist market economy" should be based on diverse forms of public ownership rather than private enterprises, which are regarded as the least favoured form of organizational restructuring for SOEs. 24 The guiding principle for ownership restructuring, therefore, is to make the state the holder of a controlling interestthrough state asset management entities, state-owned institutions or a combination of both -in restructured enterprises, especially the large ones.
25
Ownership restructuring also poses a potential threat to vested interests in the state bureaucracy. Under the existing system, 26 supervising agencies of SOEs derive much of their resources and power on the basis of the control over their subordinate enterprises; they also lay various ad hoc claims on the revenues of these enterprises. Restructuring SOEs from sole proprietorships under the purview of industry-specific agencies into shareholding enterprises under the purview of independent entities of state asset management may significantly reduce these traditional ties. Until recently, 27 the new system has been designed to transfer the supervision authority over state assets in restructured enterprises to agencies that specialize in state asset management or to a small number of very large enterprises or enterprise groups that remain completely state-owned. 28 Given the resolve of the central leadership to push through the reform, open resistance seems politically risky for existing supervising authorities of SOEs. But they may seek to retain their power in 23 . For a discussion of the ideological debates on the desirability of majority ownership by the state, see Zhang Zhuoyuan, "Guanyu dangqian jingji xingshi he guoyou qiye gaige wenti" ("On the current economic situations and issues of state-owned enterprise reform"), various ways, such as creating administrative hurdles, twisting the rules governing restructured enterprises, forming holding companies disguised as "independent" state asset management entities, and taking stakes in restructured enterprises through institutional and even individual investors that they control. 29 These attempts may complicate the reform process and affect the resultant organizational features of restructured enterprises.
Moreover, the reform has also had to deal with significant financial and personnel liabilities that large numbers of SOEs have cumulated over time. Ownership restructuring entails a thorough assessment of the value of the enterprises concerned and a reallocation of their financial liabilities. Determining the terms for the transfer of such liabilities involves negotiations among multiple parties, including the existing and prospective stakeholders and creditors (such as banks, state agencies and other predominantly state-owned institutional lenders). Thus far the government has not spelled out a set of uniform policies with regard to the financial liabilities of SOEs. Measures proposed by Chinese economists include standardizing bankruptcy procedures, encouraging mergers and acquisitions, and optimizing capital structure by lowering debt level through debt-equity swaps and debt forgiving. 30 In practice, some enterprises have been treated more leniently in debt payment and restructuring, and the number of enterprises selected for such special treatment has varied because of inconsistencies in the criteria used and ad hoc bargaining. 31 The uncertainties fostered in this policy environment are likely to lead the parties involved to diverse expectations about how their interests may be accommodated or affected in the restructuring process, posing a major obstacle to consensus building in multilateral negotiations. SOEs 29. For discussions of how SOEs' supervising authorities twisted the rules of restructuring to accommodate their own interests, see He Qinglian, Xiandaihua de xianjing (Pitfalls of Modernization) (Beijing: Jinri Zhongguo chubanshe, 1998).
30. There has been a heated debate among Chinese economists as well as policy makers as to how to solve the debt problem in the state sector. For a collection of articles on the issue, see Chi Fulin et al., Zhaiwu yu guoyou qiye gaige (Debt and SOE Reform) (Beijing: Mingzhu yu jianshe chubanshe, 1996). In an effort to recapitalize state banks and alleviate the debt burdens of SOEs, Chinese government has recently decided to create asset management companies (AMCs) to take over some of the bad loans of state commercial banks and to carry out a debt-equity swap plan for selected SOEs. The first move was made by the Construction Bank with the establishment of the Xinda AMC in 1999 (RMRB, 2 April 1999). In 1999 a total of 601 SOEs (mostly large enterprises) were authorized to participate in the debt-equity swap scheme, and the total amount of debt involved was 460 billion yuan (RMRB, 26 January 2000). However, some economists are sceptical about the plan and argue that it may simply become an accounting game or even a debt amnesty without improving performance of SOEs, and that AMCs themselves are also subject to incentive problems. See, for example, Wu Youchang and Zhao Xiao, "Zhai zhuan gu: jiyu qiye zhili jiegou de lilun yu zhengce fengxi" ("Debt-equity swap: theory and policy analysis based on corporate governance structure"),
31. In 1998 a total of 40 billion yuan's "bad loan" was written off, mainly to help "key enterprises" and those in "key sectors" (RMRB, 1 December 1998). In 1996 300 "key enterprises" were identified by the central leadership for preferential treatment; in 1997 the number increased to 512; and by the end of 1998 the cumulative amount of write-offs was 90 billion yuan, and the SOEs receiving such treatment totalled 5,800. See RMRB, 5 January 1999.
The China Quarterly with heavy debt and uncertain prospect for debt relief thus tend to be slow movers in the reform.
As to the obligations to employees, organizational restructuring of SOEs has taken place in a situation where a social security system separate from enterprises has yet to be fully established and financially selfsustainable. A major legacy of the central planning system is that SOEs are the only source for the provision of employees' basic social welfare benefits, such as health care, pension, employment security and housing. 32 Since 1986, reforms have been carried out to shift such provision to a set of socialized schemes (known as shehui tongchou) based on funds contributed primarily by enterprises. But these reforms have been slow and complicated by many problems, 33 such as inadequate funds, 34 uneven paces and abilities of participation by SOEs, 35 and inconsistencies and conflicts within and between different fund management authorities. 36 This situation, coupled with growing surplus labour (fuyu zhigong) in the state sector in the 1990s, has led to the creation of a new category in the work force, 37 known as xiagang zhigong or employees removed from active duty. 38 Their jobs have been eliminated, but they are not formally laid off. They remain as personnel for whom their enterprises are obliged to provide minimal pay and placement services. 34. By the end of 1997, 75% of SOE employees and 82% of SOE retirees had been enrolled in the pension scheme; but 53% of the enrolled retirees drew pensions that exceeded the contributions that their enterprises had made to the scheme. The gap was made up by using the temporary surplus from those that had made contributions but had yet to retire. See Guojia tongji ju, Zhongguo laodong tongji nianjian 1998 (China Labour Statistical Yearbook 1998) (Beijing: Zhongguo tongji chubanshe, 1998), p. 459.
35. This problem is particularly acute in the unemployment fund and the health care fund, where the gap between contributions received and spending has been much wider than that in the pension scheme. See RMRB, 27 February 1999.
36. See RMRB, 12 April 1999. 37. See RMRB, 23 June 1998. 38. By increasing the number of xiagang zhigong SOEs can reduce their wage bills to certain extent. But it is important to note that xiagang zhigong are not identical to workers who are laid off (citui), as the former employers of the latter have no obligation to provide them with any minimal pay, benefits or placement services. Xiagang zhigong should also not be confused with two other categories: fuyu zhigong (surplus employees), which refers to those in the workforce that cannot be fully utilized by their enterprises and probably include xiagang zhigong; and shiye jumin (unemployed residents), which refers to people who are jobless and not affiliated with any organizations.
39. By the end of 1998 there were 6 million xiagang zhigong in SOEs. For more details regarding the obligations of SOEs for their xiagang zhigong, see RMRB, 23 June 1998, 2 September 1998, 4 November 1998, 17 June 1999.
In the organizational restructuring of SOEs, their new owners are in principle required by the government to inherit the entire labour force (including xiagang zhigong) and their social welfare provisions (including contributions to various social security funds). 40 There exist uncertainties regarding the time and resources needed for the placement of employees removed from active duty. Moreover, the process of restructuring involves a number of government agencies that often have different priorities in decision making. 41 Supervising agencies of SOEs may be more inclined to transfer at a discount subordinate enterprises with heavy personnel liabilities, but the state asset management authority tends to focus on preserving the value of state assets. The labour department emphasizes adequate provision of basic support for xiagang zhigong, whereas the fiscal authority often seeks to minimize its obligation in providing subsidies for the accommodation of employees removed from active duty. Finding the "right price" for an enterprise with large numbers of surplus workers, therefore, is often not a straightforward matter. As a result, variations in personnel liabilities may have an important impact on the pace of reform among different SOEs.
Data
Despite some dissenting voices, 42 the majority view among Chinese economists and policy makers appears to be in favour of ownership restructuring. 43 There is a large Chinese-language literature on its importance, institutional design and strategies. 44 But research on the actual process and outcome of restructuring is rather sparse. The analysis offered below is intended to narrow this gap. The focus is how the influence of the factors discussed in the preceding section has manifested in the initial process of ownership restructuring and what changes have been brought about in the organizational structure of restructured enterprises.
The data analysed are from a questionnaire survey on the restructuring of industrial SOEs conducted by the State Statistical Bureau in the summer of 1998. Its aim was to examine how ownership restructuring 40 had proceeded among industrial SOEs between the 14th CCP Congress in 1992 and the 15th in 1997.
The survey took the form of a two-part questionnaire. 45 The first part contained questions about: the basic profile of the enterprise (enterprise code, sector, location and size); the process of enterprise restructuring (such as whether steps had been taken for ownership restructuring, what new organizational form was adopted, why restructuring had not been started); and the personal profile of the top manager (age, gender, professional title, education, past occupation and area of highest training received). These questions were posed to all the enterprises surveyed. The second part of the questionnaire contained a set of questions about enterprise finance (assets, liabilities, equity, sales, interest payment, profits, taxes and number of employees) for 1997 and the first quarter of 1998, and 53 questions about various aspects of restructuring, such as governance structure, insider stake holding and assessment of the initial outcome of restructuring. These questions were posed to the top managers of the SOEs that had undertaken restructuring.
A total of 40,238 industrial SOEs responded to the survey, 46 equivalent to 62 per cent of the total number of industrial SOEs that were in operation in that year. 47 All the industrial sectors and all the provinces and centrally administered municipalities were represented in the responses. Some 8,709 of the enterprises that responded to the survey indicated that they had been authorized to restructure their property right arrangements; 6,872 of these enterprises (17 per cent) indicated they had completed the restructuring at the time of the survey.
From the responses in the survey three sets of data are separated for analysis. The first set, referred to below as "data set I," contains responses provided by 40,238 enterprises with regard to part one of the questionnaire. The second set, "data set II," contains responses from the 6,872 restructured enterprises. The scope of the questions answered includes those in data set I, as well as the questions concerning enterprise finance in part two of the questionnaire. Some of the enterprises that had not started or completed restructuring also provided information on enterprise finance -either voluntarily or by mistake. Such information is treated as "windfall" data and left in data set I. Where appropriate, we make use of it for comparisons with restructured enterprises. The third set, "data set III," contains responses from 2,632 restructured enterprises. 48. According to the sampling scheme specified in the circular concerning the survey, a stratified sample of 3,150 enterprises (on average 100 per province) was drawn from the restructured enterprises for answering detailed questions about ownership restructuring in part two of the questionnaire. 2,632 of the target enterprises provided answers, yielding a response rate of 84%. Note:
*Some of the enterprises that were not required to provide such information responded, either voluntarily or by mistake, to some of the questions in this section. There are, however, significant variations in the rate of response to different questions.
It includes responses to all the questions in data sets I and II, and responses to 53 questions in part two of the questionnaire. Table 2 provides a summary of the information contained in the three data sets.
It should be noted that, although the response rate of the survey was fairly high, 49 we do not know how quality control with regard to randomness and representativeness was enforced during the survey. 50 Among the questionnaires completed (especially those in data set I), there were non-trivial inconsistencies, 51 and the rate of response also varied greatly among different questions, as can be seen from the numbers of cases reported in Tables 3-13 . Moreover, the survey was not designed to 49 . A possible reason for such high response rate is that SOEs are obliged to respond to the Statistical Bureau's request for information. At the top of the questionnaire, Article 3 of the Statistics Law is printed, which requires government agencies, social organizations, enterprises, and individuals to provide truthful information requested by the State Statistical Bureau.
50. The survey was administered by the survey teams of provincial statistical bureaus. 51. Before performing data analysis, we checked all the data points. Those containing inconsistencies and entry errors were turned into missing values. address many of the questions that we would like to clarify. In view of these limitations, this article focuses on the part of the data that seems to be by and large consistent and is useful for understanding the forces that have shaped the initial process of ownership restructuring. In light of knowledge based on other sources of information, some inferences are made about what the evidence reveals. The findings are not claimed to be conclusive. In fact they pose more questions than answers, and thus should be seen as preliminary clues that may inform further investigation into the ongoing transformation of China's state sector economy.
Main Findings
The main method used to analyse the data is computation of frequency distributions for categorical variables and average and proportional values for interval variables. The analysis focuses on six important areas: the process of restructuring, profile of restructured enterprises, ownership structure, financial and personnel liabilities, governance, and enterprise leaders' perceptions of the outcome of restructuring. The results are tabulated primarily according to the organizational forms used by the government to categorize different types of enterprises in the latest reform. Where data permit, we also perform some multivariate analyses. It should be noted, however, that such analyses are greatly limited by the type and amount of information available in the data sets, and they are largely exploratory rather than confirmatory, as the data were not designed for hypothesis testing with regard to certain pre-defined research questions.
Process of restructuring.
As can be seen from Table 3 , the pace of restructuring varied among industrial SOEs. Some 17.1 per cent of the enterprises in the sample had completed restructuring, and 4.2 per cent had obtained approval for their restructuring plans. Some 52.1 per cent had not taken any concrete action for restructuring, though over half of them indicated an inclination to do so. There appears to be no distinct pattern of difference between the fast and slow movers in terms of enterprise size, though fast movers were more represented in non-coastal provinces. Other than those that had no plan to reform, there was a general consensus that restructuring was important. What, then, affected their differences in the pace of reform?
Two factors were commonly identified by the slow movers as the most important constraints: large numbers of surplus labour and heavy debt. The third ranking factor is "poor technology and inability to compete," a problem that is not necessarily unique to SOEs. As to those that had no plan to reform, they appear to fall into three quite different groups: those that faced the same constraints as the slow movers, as indicated by the sizeable number of enterprises identifying "surplus (n ϭ 1,676) (n ϭ 3,090) (n ϭ 7,603) (n ϭ 10,929) (n ϭ 9,962) (5) Top 3 constraints --surplus labour (40%) surplus labour (39%) surplus labour performing well in on restructuring heavy debt (19%) heavy debt (18%) (37%) current system and poor technology and poor technology and heavy debt (18%) hence no need for inability to compete inability to compete poor technology change (22%) (11%) (11%) and inability to surplus labour (21%) (n ϭ 2,991) (n ϭ 7,437) compete (11%) situated in special (n ϭ 10,838)
sector not suitable for reform (19%) (n ϭ 9,867)
Notes:
(1) The differences in the number of enterprises under each category are due to variations in the rate of response to different questions. The same is true for other tables.
(2) The Chinese government classifies industrial enterprises into four size groups: "very large," "large," "medium" and "small." The criteria for such classification are industry-specific rather than based on some common indicators (such as capital and labour) that apply equally to all industries. For details, see Guojia tongji ju, Gongye tongji zhuyao zhibiao jieshi (Explanatory Notes on Major Statistical Indicators for the Industrial Sector) (Beijing: Zhongguo chengshi chubanshe, 1993), pp. 299-330.
Source:
1998 survey data set I.
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labour" as the top obstacle; those that were content with the existing system; and those that were in industrial sectors where special policies restrained restructuring.
52
To ascertain the effects of financial and personnel constraints, 53 a logistic regression of the pace of restructuring is performed. Using the information provided by the enterprises with regard to their stages of restructuring, we construct a dependent variable on an ordinal scale, ascending from "no plan to reform" (slowest) to "restructuring completed" (fastest). We then regress it on the percentage of xiagang zhigong, debt-equity ratio, rate of return, 54 and a number of control variables, including location, size and industrial sector. 55 The results, presented in 52. A further analysis of the data reveals that 52% of those choosing the third ranking answer (n ϭ 2,907) were in coal mining, production and supply of water, gas and electricity.
53. The data set does not contain any information that can be used to construct proxies for technological sophistication and competitiveness.
54. Since the overwhelming majority of those that had completed restructuring did so during 1997-98, we do not expect their financial performance to have been significantly different from that for the time when restructuring decisions were made.
55. The purpose of including dummy variables for industrial sector is to avoid possible distortions created by sectoral variations. For convenience, we use coal mining as the reference sector. Since in this article we are not interested in examining the variations between a particular sector and the other sectors in the industrial economy, we do not present in the table the results on sectoral dummies. The same method is used in the presentation of regression results in other tables. Table 4 , show that those with relatively low percentages of xiagang zhigong, low debt-equity ratios and high rates of return were indeed more likely than otherwise to be among the fast movers.
The restructuring of SOEs involves the use of a variety of methods, as shown in Table 5 . For those turned into limited liability companies, limited liability stock companies and employee shareholding co-operatives, the most commonly used method was to divide, after an assessment, 56 the bulk or all of the old enterprises' assets into shares and sell them to insiders (managers and ordinary employees) and outsiders. This is not the case, however, for those turned into private enterprises, which used methods that probably resulted in less dispersed ownership stakes. The most extensively used method was leasing, followed by auction and managerial contract with collateral. Among these methods, only auction (of the enterprise to a new owner or a limited number of new owners) leads to full private ownership. It is not clear why those adopting the other two methods were categorized as private enterprises and whether the contractual forms used were transitional measures for their eventual conversion into private ownership. The "other" category is not a clearly defined institutional arrangement. Findings in the table show that the majority of these enterprises were restructured through leasing, managerial contract with collateral and merger. It is not clear how the use of the first two methods by these enterprises differs from that by those categorized as "private enterprises." These enterprises are included in the data analyses to illustrate the full spectrum of organizational forms adopted in restructuring and to provide a reference group for comparisons.
Profile of restructured enterprises. Table 6 shows three important features of restructured enterprises. First, private enterprise, which accounted for only 7.1 per cent of the restructured enterprises, was the least favoured organizational form for restructuring. Moreover, those turned into private enterprises were predominantly small enterprises.
Secondly, the process of restructuring appears to be largely controlled by local -sub-provincial -authorities. Provincial or higher level authorization was obtained for less than 10 per cent of the cases reported here. What is notable is that, although the Company Law requires such authorization for all limited liability stock companies, 62.5 per cent of such companies in the sample were allowed to be formed without it.
Thirdly, the overwhelming majority of those in the sample completed their restructuring during 1997-98. Although the reform was started in 1993, it seems clear that a major boost came from the 15th Congress of the CCP in 1997, which further clarified the direction of reform and set a timetable aimed at moving SOEs out of their plight within three years. 56 . 82% of the respondents in data set III indicated that they went through such assessment during restructuring.
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Source:
1998 survey data set II. 1998 survey data set II.
Ownership Restructuring in Chinese State Industry
Ownership structure. An issue of interest to both policy makers and researchers is the extent of state ownership and private stake holding in enterprises restructured into different organizational forms. Findings presented in Tables 7-9 cast some light on this.
First, state ownership remained dominant in limited liability stock companies, limited liability companies, and enterprises in the "other" category, as can be seen from Table 7 . The identities of those labelled as "institutional owners" are not known, though the overwhelming majority of them are reported to be state-owned entities. 57 If this were the case for the enterprises included in the sample, the significance of state ownership would be even greater. Also, the state maintained sizeable shares in quite a number of those registered as "employee shareholding co-operatives." 58 Moreover, even some of those labelled "private enterprises" had their majority shares held by the state. We cannot fully explain what caused this puzzling phenomenon. A clue, though, can be found in the way these 57. RMRB, 21 June 1999. 58. The fact that the state held more than 50% of the equity shares in one-fourth of the employee co-operatives is an aberration from the principle that these entities should be predominantly owned by their employees, though the state can hold equity shares in these enterprises. See Provisional Guidelines for the Development of Urban Employee Shareholding Cooperatives, China Law Data Bank (National People's Congress, 1998).
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Note:
Only those that provided full and consistent information on ownership structure (i.e., the sum of the equity shares from all five categories equals the total amount of equity shares of the enterprise) are included in this table.
Source:
1998 survey data set II.
enterprises were restructured: a cross tabulation of the data reveals that they either took the form of leasing or managerial contract with collateral. It is possible that a significant part of the assets (especially land use rights and factory buildings) leased or contracted to the new enterprise leaders during restructuring was still counted as being owned by the state. Secondly, although only a relatively small number of restructured enterprises were private enterprises, there was significant private stake holding in limited liability stock companies, limited liability companies and employee shareholding companies. Furthermore, with the exception of those in the "other" category, insider shareholding was adopted by over 60 per cent of the restructured enterprises, as can be seen from Table  8 . 59 Not only the top manager but also large numbers of middle managers and ordinary employees became stakeholders. Although the average stake held by the top manager in restructured enterprises was 2.4 per cent in early 1998, 11.2 per cent held 1-5 per cent of the shares of their enterprises and 11.1 per cent held more than 5 per cent of such shares. 60 Interestingly, compared to limited liability stock companies, limited liability companies and employee shareholding co-operatives, private enterprises had a much lower average level of equity shares held by employees. This suggests that the top manager, who was most likely to be the main owner, had tight control over the private shares of the enterprise.
Thirdly, to explore what shaped the ownership compositions of restructured enterprises, we perform two regression analyses. The response variables are the percentage of state-owned equity shares and the percentage of insider-held equity shares. 61 They are regressed on the same set of independent variables, 62 presented in Table 9 . 63 The results show that state ownership tended to be more significant in enterprises that had heavier personnel liabilities (as indicated by relatively high percentages of xiagang zhigong) and were restructured through methods other than auction, which tends to result in most complete private ownership. Not surprisingly, those with a relatively low percentage of state-owned shares tended to be small in size and registered as private enterprises. But the level of financial debt, the rate of return, 59 . Curiously, about 20% of the employee shareholding co-operatives had no private shares held by their employees. A possibility is that employees' stakes were represented by "collective shares." It is puzzling, however, that nearly 5% of the private enterprises in data set II did not report any insider shareholding.
60. Information on the percentage of shares held by different groups of employees was not requested in the survey questionnaire.
61. The Pearson correlation between them is 0.52 (p Ͻ 0.01). 62. Part of the purpose to do so is to see whether the effects of the same independent variables are similar with regard to the two rather closely correlated dependent variables.
63. The first four variables, along with the dummy variables for enterprise size and industrial sector, are included in the logistic regression reported in Table 4 . "Use of auction in restructuring" is a dummy variable constructed by coding those using this method as "1" and those using other methods as "0." "Level of approval for restructuring" has a 3-level scale: "0" for "sub-provincial," "1" for provincial," and "2" for "central." "Recency of restructuring" refers to the year when restructuring was completed, ranging from 1993 to 1998.
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Source: 1998 survey data set II for (1); 1998 survey data set III for (2)-(4). the level of approving authority and the time of completing restructuring do not show a significant effect on the degree of state ownership.
As to insider shareholding, with the exception of the percentage of xiagang zhigong, all the other independent variables are significantly correlated with the response variable. Insider shares were likely to be greater where the level of both debt and financial performance was relatively high, 64 auction was used as the method of restructuring, the level of approving authority was low, 65 the time of completing restructuring was more recent, 66 and the size of the enterprise was small. Curiously, those located in inland provinces were more likely to have higher insider shares than coastal provinces. 67 Also, private enterprises were more likely to have higher insider-held equity shares than limited liability stock companies, limited liability companies and those in the "other" category; but such difference is insignificant with reference to employee shareholding co-operatives.
It is important to note, however, that these results should be treated as preliminary clues rather than conclusive findings. As the low R 2 for both regressions indicates, a large part of the variance is not captured by the independent variables.
Financial and personnel liabilities. Financial and personnel liabilities are regarded by many Chinese economists and policy makers as both a major constraint on the performance of SOEs and a major challenge to their ownership restructuring. 68 Given the importance of these issues to the pace of restructuring and the ownership structure of restructured enterprises, a further look at the situations faced by restructured enterprises in this regard is warranted.
Findings presented in Table 10 show that restructuring provided little alleviation. Only 2.7 per cent of the enterprises in data set III considered "alleviation of debt and social welfare obligations" as the main achievement of reform. 69 After restructuring these liabilities remained a serious concern among significant numbers of enterprises. "Overly heavy debt" was considered by the largest number of enterprises as their main obstacle, whereas "workers' placement" and "lending policies" were where government assistance was most wanted by the largest number of enterprises. Only 17 per cent of the surplus personnel was fully placed after restructuring, whereas 76 per cent of the enterprises indicated that they had to carry on partially or fully the social welfare obligations that they had shouldered for their workforce before restructuring.
Governance. The main spirit of the "modern enterprise system" that the government aims to institute in the restructuring of SOEs is separation 64. A possible explanation is that those with relatively strong abilities to service their debt were willing or able to borrow more.
65. This may be an indication that lower-level authorities were more flexible with regard to insider shareholding.
66. What this suggests is that while private enterprise remained the least favoured form of restructuring the restrictions on private stake holding in other forms of restructured enterprises may have been gradually relaxed.
67. This finding points to the same direction as that on location reported in Table 4 . Our speculation is that governments in inland provinces have poorer financial capacities than those in coastal provinces. They may have relatively greater urgency to tackle the problems faced by SOEs under their purview and thus tended to be more flexible with regard to insider shareholding.
68. See, for example, Wu Jinglian, Modern Corporations and Enterprise Reform. 69. 6.1% and 5.5% of the enterprises ranked this as their second and third major achievement respectively. (1) % of enterprises ranking "alleviation of debt 2.7 2.4 (n ϭ 294) 2.2 (n ϭ 1,370) 1.3 (n ϭ 463) 2.7 (n ϭ 110) 6.8 (n ϭ 339) and social obligations for employees" as main achievement of reform (n ϭ 2,591) (2) Main difficulty after restructuring (%)
(n ϭ 296) (n ϭ 1,374) (n ϭ 465) (n ϭ 110) (n ϭ 340) (3) Assistance most wanted from government (%) (top 3 responses) workers ' placement  22  23  21  21  25  28  lending policy adjustment  21  18  21  20  31  21  improvement in  20  24  22  20  12  16  market institutions (n ϭ 2,600) (n ϭ 297) (n ϭ 1,374) (n ϭ 463) (n ϭ 110) (n ϭ 341) (5) Surplus personnel (fuyu zhigong) after restructuring (%)  full placement  17  19  16  17  25  14  partial placement  50  45  53  43  43  57  no change  33  36  31  40  32 29 (n ϭ 2,577) (n ϭ 294) (n ϭ 1,364) (n ϭ 461) (n ϭ 104) (n ϭ 340) (6) Social welfare functions after restructuring (%)  fully rid of  24  26  23  25  37  19  partially rid of  38  38  39  34  35  40  not rid of  38  35  38  41  28  41  (n ϭ 2,530) (n ϭ 292) (n ϭ 1,339) (n ϭ 454) (n ϭ 100) (n ϭ 331)
Source: 1998 survey data set III.
of ownership from management. Table 11 shows that some organizational arrangements that embody this spirit, such as shareholder meetings, boards of directors and their pertinent roles in decision-making (such as enactment of company by-laws and selection of top managers), were widely adopted among limited liability stock companies, limited liability companies and employee shareholding co-operatives. In contrast, however, most private enterprise did not adopt these arrangements, and their CEOs appear to have been more dominant in decision-making. On the other hand, among those that adopted the basic framework of a "modern enterprise system," signs of a half-way house abound. For example, the "one share, one vote" principle required by the Company Law was not adopted in many limited liability stock companies and limited liability companies; nor was the regulatorily required "one employee, one vote" principle adopted in the majority of employee shareholding co-operatives. 70 The majority of the CEOs were appointed or authorized by the government rather than selected solely by shareholders or employees (of employee shareholding co-operatives). The organizational forms taken by a little more than one-fifth of the restructured enterprises were lumped together under the "other" category, which had much greater resemblance to the old SOE system than the other four organizational forms, as can be seen from the main methods of their restructuring (cf . Table 5 ). Moreover, 41 per cent of the restructured enterprises retained their old enterprises as parallel or auxiliary organizational entities and profit centres; and over half of these entities were used purely as depositories for their financial and personnel liabilities, which ultimately remained the responsibilities of the owners of the restructured enterprises.
Enterprise leaders' perceptions of the effects of restructuring. Given that most of the enterprises in the sample had just completed their restructuring at the time of the survey (cf . Table 6 ) and the only accounting data reported were those for 1997 and the first quarter of 1998, there is not sufficient evidence for assessing how their profitability or productivity was affected. It is interesting, though, to see how the enterprise leaders perceived the changes brought about by restructuring. Table 12 shows that their views were mixed. Some 54 per cent of the respondents in data set III regarded the effect of restructuring as "very positive" (7 per cent) or "somewhat positive" (47 per cent), though the remaining 46 per cent were less enthusiastic. Only 11 per cent of the respondents indicated a significant improvement in performance, and 3 per cent said that employees were more effectively motivated (not shown in table). The top two major achievements that the respondents attributed to the reform are "improved internal management mechanism" (34 per cent) and "clearer property rights" (23 per cent). This, however, is followed by "completion of a task required by the government" (20 per cent) as the third highest ranked achievement, suggesting that quite a 70. RMRB, 7 August 1997, 2 September 1998. number of enterprises were probably pushed through the reform by their supervising agencies for agendas that did not effectively address the problems that they faced. Such limitations notwithstanding, there are indications of substantive changes. Some 48 per cent of the top managers surveyed claimed to have full autonomy in decision-making after restructuring, whereas 44 per cent indicated that they were by and large free in decision-making. 71 This may represent further improvement over the outcomes of the previous round of reform centred on the so-called factory director responsibility system during 1984-92. Moreover, the majority of the enterprises also indicated that they were the sole bearers of financial losses and faced increased risk after restructuring. This stands in contrast with the old system where the government was the main bearer of risks.
To explore what shaped the variations in enterprise leaders' perception of the outcome of restructuring, a logistic regression on their assessments of the overall effect of restructuring is performed. The dependent variable, based on the responses summarized under the first finding reported in Table 13 , spans a five-level ordinal scale of opinion, ranging from "no positive effect" to "very positive effect." All the independent variables used in the OLS regressions reported in Table 9 are included, as well as three additional ones: the percentage of state-owned shares, whether "completion of a task required by the government" was regarded as the main achievement of restructuring (coded as "1" for "yes" and "0" for "no"), and whether "overly heavy debt" was considered as the most serious problem after restructuring (coded as "1" for "yes" and "0" for "no").
Results of the regression, reported in Table 13 , indicate that, other things being equal, those with high percentages of xiagang zhigong in their workforce were most likely to have an unfavourable view about restructuring. Although debt-equity ratio and rate of return show no significant effect, the variable (the tenth in the table) that provides a direct indication of enterprises' actual abilities to service debt bears a negative and significant correlation with enterprise leaders' opinions. Also, those that had moved farther from direct state control of ownership, as indicated by the use of auction as the method of restructuring and a relatively low level of state-owned equity shares, tended to view what had taken place more favourably. Not surprisingly, those that were apparently pushed through restructuring by their supervising authorities were more negative about the reform. Large and medium enterprises tended to have more favourable views than small enterprises, though such difference was not significant with regard to very large enterprises. Other variables, such as location in coastal province, level of approving authority, time of restructuring and organizational form, show no significant effects. 71 . In view of the persistence of constraints on personnel decisions (concerning both surplus employees and appointment of top managers) discussed above, this finding should be interpreted as referring to autonomy in other aspects of decision-making, especially operational issues. 1998 survey data set III.
Discussion
SOEs have been a cornerstone of China's state socialist economic system. Although reform in the state sector proceeded at an initially slower pace than those in other economic sectors during the 1980s, it has become the focal concern of CCP leaders since the early 1990s. In 1996, for the first time in the economic history of the PRC the total amount of financial losses exceeded that of profits among industrial SOEs (cf. Table 1) . 72 In the following year the central leadership declared that by the end of 2000 most large and medium SOEs must be brought out of their financial plight through organizational restructuring. The urgency embodied in this timetable highlights the importance attached by the current leadership to the latest SOE reform. It directly affects the ability of the government to contain its growing financial liabilities, including those associated with the accommodation and placement of surplus labour. It also bears directly on the official claim that China's economic transformation does not deviate from the "socialist" direction. Moreover, it holds a key to the new institutional framework that the government seeks to establish for effective control and regulation of market-oriented economic activities. In light of the findings presented above and taking account of related developments since the time of the survey, we can discern some clues to understanding the implications of the latest SOE reform for these imperatives.
Ownership restructuring and SOEs' financial performance. As can be seen from Table 1 , after a big drop in 1996 the gross profits of industrial SOEs steadily climbed back. They reached an all-time high of 99.8 billion yuan in 1999, though the offsetting effect from the losses incurred by loss-making enterprises remained serious. According to official reports, in 1998 the gross profits from the 24,000 SOEs (including those outside the industrial sector) that had undertaken ownership restructuring and retained a controlling state share in their equity reached 84.43 billion yuan, a 17.7 per cent increase over the amount in the preceding year. 73 In 1999 the number of industrial sectors (totalling 40) where large and medium SOEs incurred a net loss was reduced from 22 to 18.
74 From 1997 to 1999 the total number of large and medium SOEs in the red was reduced from 6,599 to 3,499.
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Are these changes mainly the result of the ongoing ownership reform? As noted above, our data sets do not contain information about enterprise finance before and after reform. We are therefore not in a position to gauge the impact of reform on enterprise performance directly. But the related information reported in the survey reveals some possible links between the reform and enterprise performance. Managerial and employee shareholding, for example, was widely adopted among restructured enterprises (cf . Table 8 ), hence increasing the number of parties whose interests were closely tied to the performance of the enterprises. Also, streamlining of internal management, clarification of property 72. It should be noted that what this indicates is that the total financial losses incurred by loss-making SOEs exceeded half of the gross profits made by profitable SOEs, as the total profits reported in official statistical yearbooks are the profit figures after the deduction of total losses. Still, this fact is an alarming sign of the growing offsetting effect from loss-making enterprises.
73 The China Quarterly report, by the end of 1997 SOEs had 70 million employees, of whom 20 million were surplus personnel (fuyu renyuan); in 1998 the total size of the SOE workforce on active duty (zaigang zhigong) was drastically reduced to 52 million. 82 By the autumn of 1999 over 10 million of those removed from active duty -xiagang zhigong -had been channelled out of their former employers, though at the end of the year there remained nearly 7 million xiagang zhigong to be placed. 83 The survey findings indicate that the state sector is unlikely to be the main source of re-employment for SOE workers removed from active duty. This raises the question of where most of those channelled out of their former enterprises found jobs. According to the Minister of Labour and Social Security, the private sector has become an important provider of such employment. 84 From 1990 to 1998 the share of the public sector (state-owned units and urban and rural collectives) in total non-farm employment declined from 71 to 48 per cent. 85 This trend was in part the result of a gradual relaxation of government restrictions on private economic activities. In 1988, the government removed a decade-long rule that limited the size of private enterprises to no more than seven employees, and in 1992, the CCP gave a full official recognition of the "important role" played by the private sector in China's economic development. 86 The status of private enterprises received a further boost in 1999 when a constitutional amendment redefined the private sector from being merely "supplementary" in nature to an "important integral part" of the economy.
It appears that these policy changes were not only related to the inability of SOEs to add non-farm jobs but to the growing need to accommodate the surplus personnel squeezed out of the state sector.
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The latest SOE reform thus has had important implications for the shifting balances between the public and private sectors in the Chinese economy.
Persistence of state ownership among restructured enterprises. In view of the declining role of SOEs (and the public sector in general) in the provision of employment, the leadership has redefined the notion of dominant public ownership in China's "socialist market economy. should concentrate on the control by public entities of economic assets and on the leading role played by public enterprises in key economic sectors and in the orientation of economic development. 88 According to this definition, restructured SOEs where the state has a controlling interest are still deemed as public enterprises, where 512 large-scale enterprises and 120 enterprise groups have been identified as the core.
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In 1999 SOEs of all kinds (including those that had or had not undertaken ownership restructuring and those with a controlling state interest) had 13.5 trillion yuan of assets, accounting for 53 per cent of the total assets outside the banking sector.
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One of our main findings is that state ownership remained predominant in a significant number of restructured enterprises, especially those that were large in size and organized as limited liability companies and limited liability stock companies. This apparently is consistent with the official policy. But the analysis also reveals two other factors that were related to the persistence of dominant state ownership in the restructured enterprises. First, the regression results reported in Table 9 indicate that the percentage of xiagang zhigong had a significant positive correlation with the degree of state ownership. It is possible that enterprises with relatively heavy personnel liabilities had difficulty attracting alternative owners to share the responsibility, and therefore had to remain as predominantly state-owned entities. An implication of this is that if solutions are found to reduce the personnel liabilities in these enterprises, there may be a corresponding dilution of state ownership in them.
Secondly, the findings show that quite a number of SOEs were turned into the ambiguous "other" category (Table 6) , that signs of halfway organizational change were widely visible among restructured enterprises (Table 11) , and that at least one-fifth of the enterprises were pushed through restructuring by their supervising authorities (Table 12) . 91 A further examination of the data show that state ownership was more dominant among enterprises with these features. 92 A possible contributing factor to this is vested bureaucratic interests: the supervising authorities 88 . RMRB, 7 March 2000. 89. RMRB, 13 October 1999. 90. RMRB, 28 October 1999. 91. It should be noted that these enterprises did not concentrate in the "other" category and therefore included an additional number of those where the rules were likely twisted during restructuring. 7% of them were turned into limited liability stock companies, 51% limited liability stock companies, 17% employee shareholding co-operatives, 5% private enterprises, and 20% entities in the "other" category.
92. Table 7 shows that those in the "other" category had the highest percentage of majority state ownership among all the five categories. A t-test of the data on pertinent questions reported in Table 12 shows that, of the enterprises turned into limited liability stock companies, limited liability companies and employee shareholding companies, those that had their CEOs directly appointed by the government and deviated from the regulatorily required voting principles ("one share one vote" for the first two categories and "one person one vote" for the third category) had significantly higher state ownership than their counterparts. A further analysis of the data reveals 85% of those that regarded "completing a task assigned by the government" as the top achievement of restructuring had over 50% of their equity shares held by the state. of these enterprises may have sought to maintain their influence throughout restructuring by controlling a large part of the equity shares that they held in the name of the state while twisting the rules of reform.
What these findings suggest is that, although the recent restructuring of SOEs has heightened the need for alternative sources of employment and thus broadened the space for the growth of the private sector, the process of restructuring per se is not a linear transformation from public to private ownership. 93 Moreover, besides the centrally defined imperative to curb the erosion of public ownership, there may be more diverse forces that have converged to contain, at least in the short term, the dilution of state-owned stakes in restructured enterprises. As noted above, these forces, like the ideological agenda of maintaining the dominance of public ownership, are rooted in the institutional legacies that SOEs have carried over from the pre-reform era.
Relationship between SOEs and supervising authorities. The three-year timetable laid out by the central leadership in late 1997 called for an intensification of the effort to deploy the "modern enterprise system" in the state sector. By the end of 1998 some 24,000 or 10 per cent of SOEs had been turned into limited liability companies, limited liability stock companies and employee shareholding co-operatives. 94 In the first half of 1999 nearly 50 per cent of the large and medium SOEs in Jiangsu province and 80 per cent of the SOEs in Shanghai reportedly completed organizational restructuring, whereas at the end of the year 38 per cent of the SOEs in Shandong province were claimed to have been restructured. 95 A report in the summer of 2000 claimed a 60 per cent completion rate of restructuring among the large and medium SOEs in Liaoning province. 96 While the seemingly accelerating pace of reform is notable, it is perhaps more important to look at what has been brought about by ownership restructuring. Our analysis shows that the initial results were mixed. There were some organizational arrangements cast in the spirit of separating enterprises from the government; yet many basic features necessary to make them work were not in place. However, one should not take a static view of the imperfections in the early stage of organizational restructuring. As Rawski points out, China's reform is a process rather than an event. 97 The relevant question here is what shapes the evolution of the prototypical governance structure that has been ushered in by initial reform. An important issue in this regard is how the relationship between enterprises and their supervising authorities has been redefined.
As noted above, the original design of the reform is to turn SOEs from sole proprietorships under the control of their supervising authorities to shareholding enterprises where the equity capital of the state would be held and looked after by independent state asset management entities. The central agency designated to supervise and co-ordinate these entities was the State Asset Administration (SAA), which was formed in 1988 and given vice-ministerial status. This arrangement, however, posed a direct threat to the interests of SOEs' supervising authorities and thus faced stiff resistance. Now it seems clear that the vested interests have prevailed. In 1998 (around the time when the survey analysed above was completed), the SAA was turned into a department under the Ministry of Finance and its previous central role in overseeing ownership restructuring among SOEs and managing the assets of restructured enterprises was discontinued. A new policy was subsequently spelled out in the Resolution of Several Important Issues in the Reform and Development of SOEs, adopted by the CCP in September 1999. 98 It leaves the role of overseeing the use of state assets in restructured SOEs to the government agencies and state-owned entities that are the former supervising authorities of, or have made new investment in, the enterprises concerned. The policy may have softened bureaucratic resistance to the reform, but it also adds to the difficulty in co-ordination and monitoring, as recognized by CCP leaders.
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It remains to be seen whether this readjustment will lead to a resurgence of traditional forms of bureaucratic meddling in the management of restructured SOEs. The more serious challenge in the resultant environment of diffused control, though, is how to motivate officials and managers to refrain from opportunism and act like true owners. The government seems to be counting on mutual monitoring under diversified ownership structure and a growing body of new laws and regulations to contain the problems in the new governance structure. 100 We have yet to see any clear evidence on the effects of these mechanisms. To what extent they achieve the intended results and why will no doubt be an important topic for future research. 98 . RMRB, 28 October 1999. 99. Ibid. 100. RMRB, 28 September 1999.
